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Thomas G. Sncad, Jr
. Chatrman of the Bestd snd
N Chiel Excrutive Officer

June 26, 2001

Mr. Willlam L. Jews

President and Chief Executive Officer
CareFirst Blus Cross Blue Shicld
10455 Mill Run Circle

Owings Millg, Maryland 21117

Dear Bill:

Further to our letrer of Jupe 22, 2001, in which we outlined our views on & variety of “contract”
points that Temaincd open, it is now appropriate to move the dialogue forwerd on how, in &
CarcFirsuTrigon combination, we might best clarify otr respective roles and the structurc and
Jocation of operations. . Accordingly, this Jetter is intended to frame my thoughts on the list of
open “social” issues that you and I must work together to resolve. Working unilaterally, we have
felt doomed to failure in our efforts to develop and convey an optimal solution to these important
issues. Meny versions of this letter fell short of thetask. We ultimately concluded that & meeting
batween two CEO’s, with their surrogates, was the best way to find the xight answer. 'We hope
your review of the thoughts in this letter will make you sufficiently comfortsble that we zrc on the
right track such thet you too will feel it appropriate to meet. In person togethor, we can take our
collective best shot at developing 2 mutually agreeable resolution 1o all cutstanding concerns.

Based on our discussions and those of our advisors, I believe there are three key issues that should
be eddressed: - ’

e Your role in the combined operation, 30 that it is clear each of us has 8 “real” role in
the on-going super-regional Blue we erc creating
¢ How we create an operating and management structure that allows us to effectively
integrate the two businesses and not end up running two separaic companies side by
‘side ' '
«  Headguaners location and operuting presence in Maryland and Virginia

Your Role in CareFirst/Trigon

We fundamentally believe that CarcFirst and Trigon erc nawral strategic pariners. For the
 potential benefits of this combination to be realized however, we both must be involved and
_ motivated to make the obvious advantages of the merger take hold. 1 see three distinet roles for
you in the combined enterprise and would like to develop them in our discussions.
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As Chairman of the Board of Directors of the public company, the responsibility of

Boerd management would fall to you, This 7ole oot only includes arranging the timing and
locations for Board mectings, but, more importantly, includes keeping the Board epprised of
activities, seeking their input and menaging their expectations. This has been a big responsibility
for me; the Trigon Board has been deeply engaged, and given the importance of this transaction, I
would expect their appetite for a detailed understanding of operations 2nd strategy to continue.
The combined Board will, of course, be bigger and their support requircments more cxtensive.

" The Chairman of & multi-billion dollar public company undergoing & major business combination
has a “real” role in the organization.

Further, Strategic Development would report directly 1o you. I sce this as 2 major role,
responsible for dirccting the future growth of the Company. In this voletile environment, & higher
level of vigilance is required to sense the shifts in the expectations and power of the forces that

. shape our industry. Accardingly it is ever more difficult to set & direction that addresses not only
cumrent problems but future growth. This entails not only issues of product, service and regulatory
strategy, but of carporate development, as well, Beyond the internal aspects of strategic
dovelopment, I spend considerable time courting Blue and non-Bluc transactions, and analyzing
and reviewing potential strategic partners. I belicve that even prior to closing our transaction, we
may begin working on several other msjor opportunities. This role is & full time job in and of
itself, 2nd I can only ses it becoming even more important when together. :

Finally, you will be my Operating Partuer, While I will function as CEQ of operations
overall, you will continue with dxy-to-day responsibility for Maryland, Delaware, DC and the
Northern Virginia/DC comridor market (The market which in large part explaine why we should do
this deal in the first place.)

It is indeed possible for us to get hung up here in circular questions about who reports 10 whom
As CEO of “CercFirst/Trigon North”, do you report to me as CEO of all operations? Anddolas
CEOQ report to you a3 Cheirman of the Board? The reality is that we will bath reporttoandbe
employed by the Board at large (subject o the torms of appropriate employment contracts). The
further reality is that we will need 1o treat cach other as operating partnets. Otherwise, the risks to
both of us individually and our crganizations collectively are too great.

Operating pnd Management Strugture

It should be our objective to integrate CareFirst and Trigon to the advantage of all our customers,
providers and employees in the regions we cover. As businessmen, we should guard against a
long-term plan to run two distinet businesses side-by-side. That is our challenge. Ido not pretend
10 bave the answer today on what may be the best integretion strategy. We must develop it

" together. My proposal on how we work to develop our plans to integrate is straightforward:
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I propose that we set up an Executive Management Committee. This Committee will have two
members: you and me. It will report directly to the Board. We will be jointly responsible for
creeting the ncw management structure and deciding who shonld fill key roles. We have always
agreed that we should pick the best of both organizations. Iam sure that there will be
opportunities for both Trigon and CareFirst management. (Please also recall our affirmative
staternents about no plans for net job reductions as detailed in our June 22 letter.)

Headquarters l,gcitign and Operating Presence in Mgrviand and Virginia

1 regret any misunderstanding shout consideration given towards establishing the formal corporate
headquarters of CazeFirst/Trigon in Maryland. Subsequent conversations have convinced me that
moving out of Virginia is not viable. Along the way, I seriously considered possible new sites (i.e.
Northern Virginia), but concluded that it would be costly end cumbersome for many without 7eal
purpose (A Marylander would still sec & Virginia postmark). While open to further discussion, 1
have concluded that having our corporate headquarters in Richmond is the best alternative. You
should not conclude however, that Maryland would take a back sest to Virginia. As to.semior
executive positions, I have outlined the Executive Management Committee function above. As we
pick the best person for each job, Thope we can minimize relocation and have professionals work
where thoy reside. We will all become commuters to a degree.

Persomally, I cxpect to spend 2 to 3 days = week in an existing CeroFirst facility. 1 expect that I
will establish 2 second residence near your existing executive offices and have an office next to
you (I'd like a big cherry desk in an office with 2 window facing east —the rising sun wekes me
when I fall asleep gt the office; blue carpet, of course; a big potted plant end & hanger for my suit
Jjacket. P.S. Given the difforence on our heights, I am ok with my desk being a little smaller than
yours). You should obviously plan to get to know the Trigon facilities, as well. Let me know
your office specs if you'd like one in Richmond. : :

Tlook forwerd to gotting together. Iknow these issues are foremost on your mind and I want {o
address thom head on. I also want to disouss your views on the best strategy for attaining
regulatory clearance of any transaction, The bottom line, however, is this: ‘CareFirst and Trigon
belong together; the combination can be effscted; you and I must get comfortable that we are the
Tight partners for each otber. A foundation of trust and friendship between you and me is probably
the most important deal term of all. Its hard to put that jn 2 definitive agreement. Let’s meet and
take our best shot at working this all cut to our mutual advantage, :

Sincerely,

_ Toass € T

0CC 009152




